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ORB-—

stheresearch arm of theHealth Care Financing

Administration (HCFA), the Office of Research
and Demonstrations(ORD) performsand supports
research and demonstration projectsto devel op and
implement new health care payment approachesand
financing policies, andto evaluatetheimpact of
HCFA'sprogramsonitsbeneficiaries, providers,
States, and others. Thescopeof ORD’ sactivities
embracesall areasof health care: costs, access, qual-
ity, servicedelivery models, and financing approaches.
ORD carriesout theseresponsibilitiesthrough both
intramural research by itsmulti-disciplinary staff of
economists, physicians, health professional's, social
scientists, and health policy analysts, and extramural
research sponsored through contracts, grants, inter-
agency agreements, and approval sof M edicareand
M edicaid demonstrationwaivers.

ORD providesleadershipand executivedirection
within HCFA for awiderangeof health carefinancing
research and demonstration activities, suchasstudying
vulnerablepopulations, dealingwithalternativehealth

plans, and devel opingrisk adjustersfor paymentssystems .

ORD develops, tests, and eval uates new payment
methods, coveragepolicies, and delivery mechanisms

inMedicare, Medicaid, and other health care programs.

Over thepast threedecades, HCFA' sOfficeof Research
and Demonstrations(ORD) anditspredecessorshavehad
aprofoundimpact ontheevolution of theM edicareand
M edicaid programs. Through support, development, and
testing of innovationsin payment, delivery, accessand
guality, ORD hassignificantly contributed to major
programreformsandimprovements. Thefollowinglist of
sel ected accomplishmentsoutlinesjust afew of themajor
contributionsof thisOffice.

PAYMENT

Hospital Payment Refor m. WithORD-supported
research and demonstrations, M edi caremoved from cost
reimbursement for hospital caretoaprospectively deter-
mined per casepayment basedondiagnosis. ORD’ s
effortsresultedinlegislationrequiringtheuseof aDRG

Makes a Difference

system—diagnosi s-related groups—asthemethod of

M edi carepayment for most hospital care. Implementedin
1983,theDRG system saveshillionsof M edicaredollars
annually andisused today by half of thestate M edicaid
programs, CHAMPUS, and many insurers, managed care
plans, and other countries. It representsthemost common
formof hospital paymentintheU.S. today.

Physician Payment Refor m. Through ORD-supported
research, auniform, resource-based feeschedulefor
paying physicianswasdevel opedtoreplacetheMedicare
retrospective, charge-based system. Thisnew systemwas
part of physician payment reform|egislatedin 1989 and
implementedin1992. Theconcept of using resource-
based payment for physi cian serviceshasspread beyond
M edicaretonearly three-quartersof publicand private
insurers.

Risk Adjustment. Recognizingthat risk adjustersare
widely neededfor payment systems, and monitoringand
evaluation purposes, ORD hastakentheclearleadin
pursuingall viablemethodsof devel oping bothbasic(e.g.,
based on carveoutsfor high cost cases) and morecom-
plex risk adjusters, suchasambulatory caregroups
(ACGs) anddiagnosticcost groups(DCGs), whichuse
diagnosesfromaprior year to predict program costsina
subsequent year. ORD a soisexploringthedevel opment
of other risk adjustment mechanisms, including ACG-and
DCG-hybrids, and adjustersfor suchvariouspopul ations
astheunder-65group andthedisabled.

M anaged Car ePayment Reform. Medicarecurrently
paysHM Osacapitated amount for each enrolleebased on
averagefee-for-servicespendingintheenrollee’ sdemo-
graphicgroup. ORD’ sselection studiesshowedthat HM O
enrolleestendtobehealthier thanaverage, indicatingthat
capitationamountsmay betoo high. Through ORD-
supportedresearch, several methodsof adjustingfor an
enrollee’ srelativehealthrisk havebeendevel oped. These
methodsof risk-adjustingmanaged carepayment arebeing
testedin ORD demonstrationsacrossthecountry inthenext
fewyears. Theseinclude ACGsand DCGs, aswell asother
risk adjustersbased onmoreclinical dataor survey data.
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Outpatient Payment Refor m. Hospital outpatient
departmentsarecurrently paid by M edicareonacost
basis. Theavailability of Ambulatory Patient Groups
(APGSs), developed by ORD-sponsored research, hasmade
prospectivepayment methodsnow possible. HCFA
recently submitted aReport to Congressrecommending
legidlation that would permit such payment reform.

Nur sing-HomePayment Refor m. Aninnovativepayment
classificationsystem devel oped through ORD hasthe
potential for significantly changing paymentinvarious
caresettings. Resource Utilization Groups(RUGS)
classifiespatientsbased on costsaccordingtotherel ation-
shipof their variousmedical, functional, and personal
characteristicsandtheir daily useof staff time. RUGs
originaly weredevel opedfor reimbursement of care
received by M edicaidresidentsinnursinghomes. More
recently, theconcept wasadapted and refinedfor paying
for Medicare-covered patient careincertified skilled
nursingfacilities. A six-state ORD demonstration project
isunderway to pay nursinghomesfor M edicareand

M edicaid patientsonaprospectivebasistiedlargely to
residents’ needs.

Center sof Excellence. ORD hasdevel oped and demon-
strated negotiated packagepricesfor all servicesduring
episodesof high-cost/highvolumesurgeries(heart bypass
and cataract), aimed at reducing spending by theprogram
anditsbeneficiariesand providing highquality services.
Asadirect result of successful ORD testing, thecentersof
excellenceapproachispart of thePresident’ slegidative

package.
DELIVERY

HM O Participation. Originally, Medicarewasessentially
afee-for-serviceprogram, withvery limitedenrollmentin
theincentive-payment HM Osauthorized under section
1876 of theSocial Security Act. Throughanextensive
demonstrationeffort, ORD tested theuseof capitationfor
HM OsparticipatinginMedicare. Thispioneering effort
demonstratedto plans, Congress, and theexecutivebranch
that HM O participationin M edicareon acapitated basis
wasaviableoption. Today, about 260 plansparticipate
and 10 percent of M edicarebeneficiariesareenrolled.

Programfor All-InclusiveCar efor theElderly (PACE)
Demonstration. PACEreplicatesauniquemodel of

managed careservicedelivery for 300very frail commu-
nity-dwelling elderly, most of whomaredually-eligiblefor
M edicareand M edicaid coverageand all of whomare
assessed asbeing eligiblefor nursing homeplacement
accordingtothestandardsestablished by theparticipating
States. Themodel of careincludesascoreservicesthe
provisionof adult day health careand multidisciplinary
team casemanagement throughwhich accesstoand
alocationof all healthandlong-term careservicesare
arranged. Thismodel isfinanced through prospective
capitation of both M edicareand M edi caid paymentstothe
provider.

H ospice. Whenthehospicemovementwasstill inits
infancy, ORD initiated aM edi care/M edicaid demonstra-
tiontodeterminewhether hospicecarecould maximize
patient autonomy duringthelastweeksof lifeandallow
termindllyill patientstodiewithasmuchdignity aspossible
andrelatively freeof pain. Largely asaresult of thissuccess-
ful demonstrationeffort,|egid ation established hospicesas
authorized M edicareproviders.In1993, about 215,000

M edi carebeneficiariesused hospicecare.

Swing-Bed. Inthe1970s, theshortageof nursinghome
bedsfor frail elderly inmany rural areasalongwith
excesshospital bed capacity inthoseareas|led ORD to
test theswing-bed concept—theuseof existing hospital
staff and facilitiesto render both acuteand|long-term care.
Thesuccessful demonstrationsresultedinlegislationthat
authorizedtherural swing-bed programfor small rural
hospitals.

Homeand Community-based Care. Beginninginthe
mid-1970s, ORD sponsored aseriesof innovativeM edi-
careand M edi caid demonstrationsthroughout thecountry
totest theuseof community-based servicesassubstitutes
for morecostly institutional care. Thesedemonstrations
served astheframework for thelegislation authorizing the
Medicaid 1915(b) waiver programinwhich homeand
community-based servicesmay becovered services.

ACCESSANDQUALITY

Expanded Eligibility. ORD launched amajor demonstra-
tioneffort totestinnovativemethodsof providing health
caretoMedicaidbeneficiaries. Theseprojectsinclude
expanding M edicaid coverageto morepeopleat no
additional cost, exploring new delivery systems(often
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including managed care) to provideaccessto quality
health care, trying new administrativesystems, and
devel oping methodsfor monitoring. Over onedozen
approved StatewideM edicaid healthreform projectswill
ultimately providecoveragetoabout 7 million persons,
includingabout 2.2 millionlow-incomepersonsnot
otherwisedligible.

AccessM easurement. ORD pioneered methodsof
measuring accessto carefor vulnerablepopul ations.
Usingthesemethods, ORD hasproduced numerous
studiesdocumenting potential accessproblemsamong
suchvulnerablesubgroupsaspersonswithAIDS, the
disabled, low-income, andracia minorities. Thesestudies
wereamongthefirsttodocument significant racial
differencesinaccessto careby Black M edicarebeneficia-
riesand haveresultedinavariety of HCFA initiativesto
addressthesedifferentials.

Improved CareCampaigns. ORD hassignificantly
contributedtothedevel opment of usableinformationon
local ratesof mammography andinfluenzaimmunizations
inorder totarget areasfor improvement. HCFA datawere
akey elementinattractingtheinvolvement of theFirst

L ady intheM edicaremammaography campaign, with
ORD providingtechnical assistancedirectly totheFirst

L ady and her staff.

Nursing-HomeQuality of CareM easur ement. ORD-
sponsoredresearchhasdevel oped outcome-oriented
guality-of-careindicatorsfor nursinghomes. Theresultis
anoutcome-based quality improvement systemand aset
of quality-of-careindicatorsdevel oped usingresident-level
assessmentinformation.
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hefollowing highlightsof the Office of Research

and Demonstration’ s(ORD) major research
directionsaregroupedintofour primary research
themes. In additionto thefollowing focused research
and demonstration projects, ORD continuesto provide
fundingto support avariety of programsand activities
that providemoregeneral or overarching supportto
meet theresearch needs of theHealth Care Financing
Administration (HCFA) and thewider health research
community.

THEMEI -Monitoringand EvaluatingHealth
System Per formance: Access, Quality, Program
Efficiency, and Costs

AstheUnited Stateshealth care system continuously
changes, thereisaclear needfor thedevel opment, design,
andtesting of waystomonitor and evaluatethe perfor-
manceof thehealth caresystem. Current ORD emphasis
isonthedesignof acomprehensivemonitoringand
evaluation planfor HCFA programs, inadditiontomore
issue-targeted projects. A number of critical dimensions
arebeingincludedinthemonitoring and evaluation efforts
tounderstand how well thepublic programsareperform-
ingintermsof accessto care, quality, efficiency, costs,
andbeneficiary satisfaction. Thisresearchthemeincludes
tworelated efforts:

M onitoringand EvaluatingthePublicPrograms:
HCFA hasdevel oped abroad body of knowledgeand
toolstomonitor program performancein specificareas
(e.g., effectsof physician payment reformonaccessand
quality of care). Although ORD hasmadestridesin
monitoring and eval uating specific policy impacts, our
past effortshavenot been comprehensive, systematicor
ongoing becausethey havefocused primarily onrespond-
ingtoadhoc Congressional mandates. ORD isdevel oping
amorecomprehensivemonitoringandevaluationplanfor
systematically examiningtheoverall M edicareand

M edicaidprograms. InadditiontoevaluatingMedicare
and Medicaidintermsof traditional measures(i.e. cost-
containment, quality, outcomes, access), thiswork al so

@@;Accomplishments
In the Makin

considersvariousHCFA beneficiary dimensionsas
evaluationcriteria(suchasbeneficiary satisfactionand
knowledgeof health behaviors). Emphasisisbeing placed
onhow well M edicareand M edicaid meet theneedsof
specificgroupsof beneficiaries, includingthedisabledand
vulnerablepopulations.

Aspart of thecomprehensivemonitoring and evaluation
system, ORD researchisal soexamining morespecific
policy issueswithintheHCFA programs. For example, as
M edicareand M edicai d continueto pursuemanaged care
options, on-goingwork isexamining thecost-effectiveness
of, quality of,and beneficiary satisfactionwithmanaged
care.

DevelopingM onitoringand Evaluation T ools: Without
areliableand ongoing monitoring effort, theeval uation of
the performanceof thehealth caresystem canonly be
sporadicand costly. However, theahility to performthese
examinationsislimited by alack of appropriateindica-
tors, or measures, of quality, access, satisfaction, and
cost-effectiveness. Therefore, animportant focusfor this
areaof HCFA researchisthedevelopment of tools
requiredfor ongoing monitoring of thehealth caresystem,
including devel opment of meaningful outcomeand access
indicators, thenecessary databases, techniquesfor
handlinglargevolumesof data, thestatistical approaches,
andtheongoingreporting system.

Thefollowing research objectiveshavebeen established to
supportthistheme:

*  Producedescriptivestatisticsontheheathsystem’s
infrastructure.

»  Producedescriptivestatisticson popul ationsof health
careusers.

»  Developmonitoring and eval uationtool sto support
theevaluation of HCFA programs.

« Evauatedifferencesinaccesstocare.
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» Evaluatetheimpact of managed careon accessto
care, health carecosts, and quality of care.

» Evaluatetheeffectsof HCFA programson benefi-
ciary heathstatus.

*  Monitorfraud and abuseand programintegrity.

THEMEII -ImprovingHealth CareFinancingand
Delivery M echanisms

ORD recognizesthat substantial researchisneededto
improvecurrent healthfinancing systemsandtodevelop
new payment, cost containment and financing systemsfor
existing Federal programs. Growing costsinboththe

M edicareand M edicaid programsrequirethat efforts
continueto devel opthenext generation of financingand
delivery systemstoimprovetheefficiency and cost
effectivenessof healthcare. Atthesametime, ORD is
continuing ongoingresearchand demonstrationstorefine
existingpayment systems.

Over thepast decade, many Medicareresearchand
demonstration projectsaimedat reforming theprogram
haveconcentrated on payment reform. Themost notable
exampleshavebeenthedevel opment of aprospective
payment systemfor hospital sandthe physician payment
reformefforts. However, thebasic M edicareprogram,
bothintermsof thedelivery systemandthebenefit
package, hasremainedrel atively unchangedfor 25years.
WhileORD continuestowork onbasicprogramrefine-
mentstovariousaspectsof M edicare, additional research
isneeded to planand developthefutureM edicarepro-
gramto better meet thediverseand changing needsof the
growingelderly and disabled populations.

AsHCFA devel opsthesenew approachestodelivery
systemsand benefit packages, ORD hastheoption of both
examiningstructural changestothebasicMedicare
program and experimenting with new optionsfor M edi-
carebeneficiaries. Increasingtheefficiency and effective-
nessof Medicarerequiresresearchanddemon strations
that: (1) explorealternativestothefee-for-servicesystem, (2)
develop, testand evaluatemulti pleand diverseproducts, and

(3) focusonthebeneficiary intermsof promotingimproved
health status, respondingto special needs, andsmplifying
adminigtration.

Thefollowing research objectiveshavebeen established to
supportthistheme:

» Developnew payment, quality assurance, anddelivery
systemsfor acutecare, post-acutecare, andlong-term
care.

»  Developnew approachesfor managing high costand
highrisk patients.

» Developnewdelivery model sfor managed care.
» Developmodelsof beneficiary-directed care.

* Developimprovedrisk adjustment mechanismsfor
paymentsto managed careorgani zations.

» Developotherinnovativeddivery and payment
models.

THEMEIII -MeetingtheNeedsof Vulnerable
Populations

Animportantfocusof ORD’ sresearchand demonstration
proj ectsisthedevel opment of new approachesto meet the
health careneedsof vulnerablepopul ations. Theseefforts
arefocused onissuesof access, delivery systems, and
financing. V ulnerablepopul ationsincludeminorities, the
frail elderly, lowincomepersons, high-risk pregnant
womenandtheir infantsand children, underservedindi-
viduals(includingurbaninner city, rural, migrant work-
ers, refugees, andfrontier residents), aswell asthefrail
elderly andindividual swith disabilitieswhorequirelong-
termcare.

Thefollowing research objectiveshavebeen established to
supportthistheme:

* ExtendMedicaidcoveragetonew populations(State
healthreformdemonstrations).
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*  Developnew payment anddelivery systemsthat
integrateacuteandlong-termcare.

» Developdeivery andfinancing modelsfor popula-
tionswith special needs.

* Understandandimprovelong-termcarefinancing.

* Developnew payment anddelivery modelsfor health
careinrural areas.

THEMEIV -Informationtol mproveConsumer
Choiceand Health Status

Using HCFA dataand other informationtoimprove
beneficiaries’ knowledgeand ability tomakemorein-
formed health carechoices, bothinthehealth plansthey
select andintheservicesthey use, ispart of along-term
commitment by HCFA to changeandimprovecommuni-
cationof informationto beneficiaries. Theseinformation
systemsareinstrumental inmeeting HCFA'’ sStrategic
Plan goalsof better understanding beneficiaries health
andinformation needsand of improvingtheir heath
status. Thedevel opment of information systemsto support
consumer choicealsoisbeingappliedtoprovidehealth
plansand health careproviderswithmoreinformationon
consumer preferencesand needs. Finally, expanded
consumer informati onand education programsisimprov-
ingbeneficiaries ability tochoosebetweenexpanded
managed careoptionsinthefuture.

Thefollowing projectshavebeen established to support
thistheme:

*  Produceinformationtoassist providersandbeneficia-
riesin ng medical treatment options.

¢ Produceinformationto assist beneficiariesinchoice
of health careplans.

*  Provideinformationtoimprovebeneficiaries health
status.

ThemelV emphasi zesthreeareasof research:

Informationfor Consumer Choice: Current approaches
tocreatingand providing suchinformationunder public
and privateinsurance programsarenumerousand varied.
Littleisknown about thefactorsunderlying consumer

choiceof health plansand about theeffect of choiceon
planswitching, selection, and premium costs. Similarly,
standardizedinformationonthequality of plan perfor-
manceand onmoreeffectiveservicedeliveryisalso
limited. Thispart of ORD’ sresearchagendaincludes
devel opment andtesting of improvedinformationre-
sourcesthat enableconsumersto chooseamong health
plansand providersbased ontheir relativevalueand
quality. Thissameinformationmay al sobesharedwith
health plansand other appropriate”|ocal” entities(for
example, healthcareproviders) toassisttheminbeingmore
responsivetothepreferencesand needsof beneficiaries.

Information for Health Status: ORD research isalso
examiningthepotential for usingHCFA claimsand
survey datatoimprovetheability of M edicareand

M edicaid beneficiariesandtheir physiciansto makemore
informed heal th carechoicesinorder toimprovebenefi-
ciary healthstatus. ORD isbuilding onresearch currently
underway inconnectionwithHCFA’ sconsumer informa-
tion strategy that examinesvariationinuseof preventive
services, such asinfluenzavacci nationand mammo-
graphy, andtreatmentsand alternativesrel ated to breast
cancer and prostatedisease. Research and demonstration
projectsareapplyingtheresultsof researchregarding
access, quality of care, and theuseof preventiveand other
appropriateservicestothedevelopment of information
resourcesfor useby physiciansandbeneficiaries. These
initiativesincludeeval uationsof theimpact of these
informationtool sandtechnol ogiesinimprovingbeneficia-
ries healthstatus.

THEMEV-HCFAOnN-Line

Oneof HCFA'’shighest prioritiesistheHCFA On-Line
initiative, acomprehensivecommunicationsstrategy that
will strengtheninteraction between HCFA and bothits
beneficiariesandthehealth carecommunity asawhole.
HCFA On-Lineoriginatedfrom HCFA’ sStrategic Plan
andisamajor vehiclefor carrying out two of our strate-
gicgoals: (1) ensuring that programsand servicesre-
spondtobeneficiaries health careneeds, and (2) provid-
ingleadershipinhealth careinformationresources
management. ORD isinitiating arangeof studiesto
identify and measurethecommunication needsand
preferencesof itsaudienceand highlight thoseareasmost
inneed of attention. ORD isal soinitiating projectsto
support themonitoring and eval uation of HCFA On-Line
onceitisimplemented.
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Themel

The Medicare Beneficiary Health Status Registry

TheMedicareBeneficiary Health StatusRegistry (Regis-
try) isadatacollection system designed tosurvey alarge
sampleof M edicarebeneficiaries. Themain objectivesof
theRegistry are1) to monitor the health status of benefi-
ciariesthroughouttheir enrollmentintheMedicare
programand 2) toidentify potential barriersaffecting
accessto quality health care. A uniqueaspect of the
Registry isthelongitudinal study design coupledwiththe
linkagetoMedicareadminidtrativedata. TheRegistry differs
fromother surveysthat collect dataonhealth statusbecause
ofits(1) largesamplesizeand (2) long-termlongitudinal
(cohort) follow-upof sampledbeneficiaries.

ThroughtheRegistry, HCFA will beabletoaugment the
information obtai ned fromtheclaimsdatabaseto perform
morereliableand useful analysesfor policy devel opment.
Includedin suchanalyseswouldbestudiesof popul ation-
based estimatesof health status; devel opment of methods
for risk adjustment; monitoring healthtransitions; evalua-
tion of treatment choi ceson health and utilization of
services, and eval uation of theimpact of changesin health
delivery systemson beneficiariesandtheir heal th.

Thedatacan be used to study accessto careand to
identify barriersthat may affect accessfor vulnerable
subgroupsof theM edicarepopulation such asblacks,
Hispanics, low-incomebeneficiaries, andbeneficiaries
whoresideinrural areas. TheRegistry can monitor
HCFA' seffortstoimprovethequality of health care
servicesprovidedtobeneficiaries. By tracking health
statusdatafromtheRegistry linked to M edicareadminis-
trativefiles, itwill bepossibleto evaluatetheimpact of
thequality andtypesof health careservicesreceived by
beneficiariesontheir overall health status. I nthismanner,

theRegistry canal soberesponsivetothehealthinforma-
tion needsrelated to program activitiesintheRegionsand
PROs.

Inadditionto providinginformationonthegeneral health
statusof M edicarebeneficiariesover time, theRegistry
can serveto monitor theimpact of changesintheMedi-
careprogramonour beneficiaries. Itwill becrucia tobe
ableto havebaselineandfollow-up dataon beneficiaries
asmoreand moreM edicareenrolleesmoveintomanaged
care.

Health outcomesareparticularly important for HCFA to
monitor aspart of theConsumer | nformation Strategy
(C1S). Arethespecific ClSinitiativesreally makinga
differenceinthehealth behaviorsand health statusof
beneficiaries?TheRegistry iswell-positioned tomonitor
ClSactivitiesandtheir impact on beneficiary outreach
and educational efforts. TheRegistry can serveamajor
functionwithrespecttoitsability toask beneficiaries
guestionsaboutinformation pertainingtoarecent cam-
paign, suchasmammography, inatimely manner.

M odulescan bedeveloped aspart of the Cl Sactivity. The
datacan then be used to evaluatetheimpact of the
campaignon M edicarebeneficiaries.

Inanumber of ways, the Registry can serveasatemplate
for developingamodel health caredatacollection system.
TheRegistry hasthespecial capability to bemorerespon-
siveto changing health caredataneedsthan most of the
existingnational surveys. TheRegistry’ sdesignallows
for devel oping andimplementing questionnairemodul es
that can beusedto respondto emergingissuesrelatedto
health statusconcernsfor M edicarebeneficiaries.
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Themel

Fact Sheet

Monitoring and Evaluating Access to Care

M onitoringthel mpact of Program Changes

TheOfficeof Research and Demonstrationshasabroad
andvaried approachto monitoringtheimpact of program
changesonaccess. Toillustrate, inresponsetoaCon-
gressional mandatein OBRA 1989, ORD produceda
Reportto Congresson Access. Theoriginal purposeof
thisreport wasto monitor and report annually to Con-
gresson changesin utilization and accessasaresult of
implementation of theM edicareFee Schedule(MFS). The
sixthannual reportwill bereleasedin 1996. Inthe
processof doing theannual report to Congress, substan-
tial differencesinutilizationand accessfor vulnerable
segmentsof theM edicarepopul ationwereobserved. In
particular, utilization differencesexist between Whiteand
Black beneficiariesand betweenlow andhighincome
beneficiaries.

Racial Differentialsand Access. Whileresultsfrom
studieson accessshow that M edicarehasgonealong
way to equalizeaccessto care, major differencesin
utilization (akey measureof accessto care) between
Black and Whitebeneficiariesremain. For example,
Black beneficiarieshavesubstantially lower utilization
ratesof many elective procedures, whichmay reflect
differencesinaccess. Atthesametime, Black beneficia-
rieshavehigher ratesof non-electiveprocedures, which
may reflect delayed diagnosisor initial treatment, or
inadequatemedical and/or follow-upcare.

IncomeEffects. Incomeisawidely used proxy for socio-
economic status (SES). Aspart of the 1995 annual
Report to Congress, anew seriesof ORD-sponsored
analyseswasundertakento exploretheimpact of income
onutilization patterns. Themostimportant new knowl-

edgegainedisthat lower SES, inand of itself, isabarrier
tocarefor all M edicare population groups, regardl essof
race.

FutureM onitoringand Evaluation Activities

Intheprocessof conducting theanal ysesof theimpact of
theMFSonaccess, it becamecl ear that differencesthat
exist between vul nerablegroupsexisted prior toimple-
mentation of theM FS. Consequently, inadditionto
monitoring theimpact of specific program changes, ORD
isal so devel opingamulti-pronged approachfor continu-
ousaccessmonitoringand evaluation.

Aspart of thiscontinuousmonitoring effort, amajor set
of activitiesinvolvesthedevel opment of new access
indicatorsfor both M edicareand M edicaid. WhileORD
hasmadestridesindevel oping andrefining access
indicators, new onesareneeded to monitor accessto care,
particularly inambulatory settingsandin managed care.
Examplesincludeclinically-basedindicators, beneficiary
self-reports, referral-sensitivesurgeriesand hospitaliza-
tionsfor ambulatory caresensitiveconditions, suchas
asthmaand diabetes. Themonitoring systemal sowill
includeanalysesthat will highlight popul ation subgroups
forwhomthereappear to bepotential accessproblems.

Theanalysesthat arebeing conducted aspart of the
accessmonitoring effort haveenhanced our understanding
of thehealth careneedsof vulnerablepopulations, and
provided new informationontherel ated effectsof other
forces, includingtheadvent of new medical technologies,
changing demographicsand modificationsincoverage
and payment policies. Resultshavesubstantially altered
thewaysinwhichresearchersand policy makersassess
accesstocare.
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Themel

Fact Sheet

HMO Evaluation

TheHMOissuesrelatedtobeneficiary selection, spillover,
satisfaction, disenrollment and quality areof continuing
interest tothecurrent M edicaremanaged caredebate.
ORD hasdevel oped ananalytic planto providecurrent
informationrel atedtotheseissues. Theresearch strategy
callsfor analysesthat canbedonerel atively quickly, but
that can al so berepeated on an ongoing basi sto monitor
HMOsovertime.

Selection. Inorder to determinewhether andtowhat
extent HM Osareexperiencing favorableor adverse
selection, several analysesarebeing conducted comparing
new HM O enrolleesto personsinfee-for-service: mortal -
ity rates; pre-enrollment utilization; and self-reported
healthstatus. Themortality ratecomparison addresses
whether HM O enrolleeshavelower mortality ratesthan
personsinfee-for-service. Thepre-enrolIment utilization
analysisfocuseson hospitalizationratesand costsfor the
periodprior toHM O enrollment for enrolleesversusnon-
enrollees. Usingrisk adjustor methodologies, ORD isal so
addressing whether and by how much predicted program
costsof new enrolleesaredifferent fromthosefor
nonenrollees. For theself-reported healthand functional
statusanalysis, datafromtheM edicare Current Benefi-
ciary Survey (MCBS)isbeingusedtocompareHMO
enrolleeresponsestoinformationfrom survey respondents
infee-for-service.

Spillover. Thisanaysisexaminestheimpact of managed
carepenetrationon M edicarecostsinthefee-for-service
sector. Factorsthat influenceM edicareHM O penetration
arealsobeinganalyzed.

Beneficiary Satisfaction. DatafromtheM CBSisbeing
usedtocomparebeneficiary satisfactionfor HM O enroll-
eeswith personsinfee-for-service, with controlsfor health
status, functional status, and demographicvariables.

Disenrollment. Thisanalysisexaminescharacteristicsof
personswhodisenroll fromHM Osby length of enroll-
ment, typeof plan, geographicarea, and other relevant
variables. Utilizationof HM O disenrolleesisbeing
comparedtothat of personscontinuously infee-for-
servicetodeterminewhether relatively high serviceusers
aredisenrolling.

Quality. Unlikeearlier studiesof HM Os, thequality of
careanalysisfocuseson outcomesof carerather than
process. Initial work onthisareahasbeenimplemented
andwill becomepart of themonitoring effortinthefuture.

TheHM O evaluationisbeingrepeated periodically to
assessissuesimportant to our beneficiaries. Asenrollment
inHM Osincreases, such assessmentsremaincritical to
theM edicareprogram.
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Theme2

Fact Sheet

Medicare Competitive Pricing

ORD isdesigningaM edicareCompetitivePricing
Demonstrationinitiative, akey component of itsmanaged
careresearch agenda. Demonstrationswill test:

*  newwaysof setting M edicarepaymentsfor managed
careplansutilizing competitivemarket forces;

»  providingbeneficiarieswithcomparativeinformationon
optiona waysof obtaining M edi carebenefits; and

e useof athird party contractor toenroll beneficiaries
who choosemanaged careplans.

Intargeted areas, all HCFA -contracted health planswill
submitabid pricefor aspecified M edicarebenefit
package. HCFA’ spayment contributiontoall plansinthe
areawill then bedetermined. Planswithapricebelow the
contributionlevel may offer additional benefitswhile
thoseabovewill chargean additional premiumto cover
thedifference.

Several of theimportant designfeaturesof thepricing
demonstrationthatinclude: (1) sitesel ection; (2) bidding

specificationsand requirements; (3) evaluation of bids;
and (4) settingtheM edicarepayment level.

Asaresult of competitivepricing, morehealth plan
optionsareexpected aswell asdifferent benefitarrange-
ments. Thusaspart of thecompetitivepricingdemonstra-
tions, acoordinated open enrollment will beconducted. It
will consist of variousoutreach and education strategies
designedtoimprovebeneficiary understanding of health
planoptions. Printed material sdescribing and comparing
thefeaturesof all availablehealth plansaswell asfeefor
servicewill besenttoall beneficiaries. Beneficiariesmay
enroll inahealth plan by completinganenrollmentform
andgivingittothethird party enrollment contractor.

ORD isconducting anevaluation of theM edicare Com-
petitivePricinginitiative. Control or comparisonsitesare
beingidentifiedto assesstheeffectivenessof thepricing
and openenrollment processesutilizedinthedemonstra-
tionsites. Theeval uationisdesignedto produceimpor-
tant resultsquickly to guideany nationwideimplementa-
tion of coordinated open enrollment or competitivepricing
that may occur.
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Multistate Nursing Home Case-Mix
Payment and Quality Demonstration

Thisdemonstration buildsupon past and current HCFA
initiativeswith case-mix prospectivepayment systemsfor
nursing homes. Thepurposeistodesign, implement and
evaluateacombined M edicareand Medicaid nursing
home payment and quality monitoring system. For the
firsttime, Medicarewill pay nursinghomeslargely onthe
basisof residents' resourceneeds. Usingasingleformto
captureinformationfor payment ratesand quality indica-
tors, thisinnovativesystemisexpectedtoenhanceaccess
tocare,improvetheequity and predictability of payment
amounts, streamlinethe payment and quality processes,
and ultimately improvethequality of patient care.

SystemsDevelopment and Design

A common classification method, known asResource
Utilization Groups, Versionlll or (RUGS-111),isusedto
set prospectively determinedratesfor alargeportion of
thepayment amountsto skilled nursingfacilities(SNFs)
under theM edicareand M edicaid programs. Classifica-
tionisbased onresidents' clinical conditions; extent of
servicesneeded, suchasrehabilitation, respirator/ventila-
tor care or tubefeedings; and functional status, suchas
theamount of support neededto eat or toilet.

Under thenew system, SNFs will know inadvancehow
much HCFA will pay for each M edicarepatient and
whether M edicarewill cover thepatient at all. Claimsfor
payment nolonger will beretroactively denied based on
thepatient’ scondition. Patientsfallinginto oneof the 26
specifiedgroupsautomatically will becovered under
Medicare.

Unlikethecurrent M edicaresystem, which paysthesame
amount per resident based oneachfacility’ saverage
costs, thenew system paysdifferent amountsfor residents

of thesamefacility based oneachresident’ sresource
needs. For exampl e, nursing servicepayment amountsin
thissystem arethreetimeshigher for bed-ridden, severely
ill patientsneeding avariety of therapiesthanfor ambula-
tory patientswho need only post-hospital monitoringand
surgical wound treatment.

Thesystemal sosignificantly enhancesthequality assur-
anceprocessin SNFs. Datafor measuring quality of care
will comefromanexpanded version of thestandardized
resident assessment instrument currently used by States
for all nursing homeresidents. Thesametool isusedto
determineM edicareand M edicaid payment. Theinstru-
ment, whichmeasuresresidents’ needs, strengthsand
preferences, isalsousedincareplanning.

Inthedevel opmental phaseof thedemonstration, data
fromtheassessment instrumentswereusedto create 30
facility-level quality indicators. Under thedemonstration,
theseindicatorswill helpthefacilitiesbenchmark their
own performanceand help M edicareand M edicaid target
nursinghomesurveys. Facilitiesproviding high-quality
carewould besurveyedlessfrequently, whilethosewith
problemswould havemorefrequentinspections. The
evaluation of thedemonstrationwill providefurther
information about theeffectivenessof thequality indica-
torsinthesurvey process.

Implementation

Thesystemisbeingtestedin SNFsinKansas, Maine,
Mississippi, New Y ork, South Dakota, and Texas. Phase
I11 of thedemonstrationwill incorporatetherapiesintothe
new prospectiverates. Itisanticipated that 1,000 facili-
tiesmay beparticipatinginthedemonstration by thetime
enrollment closesin1997.
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Payment and Quality Demonstration, con’t.

Evaluation

Theevaluation contract wasawardedinfall 1994 and will
determineif thechangesinthepatient assessment,
payment and quality assurancesystemswereabl eto:

* improvethequality of carewithout reducing access
orincreasing program costs

* improveneededaccesswithout reducing quality of
careor increasing program costs

* improvetheequity of paymentto providerswithout
reducing quality or accessor increasing program
costs

» positively affecttotal M edicareexpenditures(includ-
ing useof acutecare) for M edicarebeneficiarieswho
usethenursinghomesystem.

Internet Information Site

Asadistribution agent for theHealth CareFinancing
Administration, the Center for Health SystemsResearch
and AnalysisattheUniversity of Wisconsin- Madison
hasestablished anInternet siteto storeand distribute
technical information rel ated to theassessment instrument
beingusedinthisdemonstration. TheURL for thissiteis:
http://linear .chsra.wisc.edu/mds_info.htm.
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Medicare Choices Demonstration

TheM edicare Choicesdemonstrationisdesignedtogive
M edi carebeneficiariesexpanded choi cesamong typesof
managed care plansand test new waysto pay for man-
aged care.

Beneficiariespresently can obtain managed carethrough
thenearly 300 heal th mai ntenanceorgani zationsnation-
widethat participateintheM edicareprogram. Under the
Choicesdemonstration, beneficiarieslivingin selected
citiesandrural areaswill havetheoption of joininga
muchwider variety of managed careplans, most of which
currently arenot eligibleto participateintheMedicare
program.

TheM edicare ChoicesdemonstrationalsogivesHCFA a
head start on devel oping sol utionsto awiderange of
implementationissues(suchasrisk sharing, payment
methods, certificationrequirements, and qual ity monitor-
ing systems) that woul d be associated with someof the
legidlativeexpansionsof M edicaremanaged carecur-
rently under consideration. TheChoicesdemonstrationis
likely tosignificantly expand themanaged careoptions
availabletobeneficiarieslivinginthedemonstration sites.

TheApplication Process. A rangeof managedcare
organizations(including preferred provider organizations
(PPOs), health mai ntenanceorgani zations(HM Os), and
provider sponsored networks(PSNs)) wereencouragedto
submitinnovativemanaged careoptions(such asopen-
ended HM Os, multipleoptions, risk adjusted models, and
new payment methods) intheform of ashort pre-applica-
tion. Inresponsetothissolicitation, HCFA received 372
pre-applications. Thesewerenarrowed downto 52 pre-
applicants, whichweresent lettersinviting themto submit
full applications.

SiteAwar ds: Followingarigorousreview process, a
total of 25 managed careorganizationswereselected as
candidatesfor siteawards. They include9provider

sponsored networks, 8 provider-owned HM Osor provid-
erswithHM O partners, and 8 other HM Osor PPOs.

M ost of thecandidatesfor siteawardsarelocatedin
market areasthat currently havelimited M edicareenroll-
ment inmanaged careand potential for expanding benefi-
ciary choicesbased onavail ableprivate-sector options.
Theareasare: San Diego, CA; Jacksonvilleand Orlando,
FL ; Atlanta, GA; New Orleans, LA ; Columbus, OH;
Philadel phia, PA; and Houston, TX. Award candidate
organizationsalsoarelocatedinrural areasinlllinois,
Montana, New Y ork, North Carolina, andVirginia. All
25siteaward candidatesarelisted bel ow.

Theselected organizationswill beginthefinal stepsof the
ChoicesDemonstrationsiteaward processinlate-April.
ThisincludesnegotiationswithHCFA , aswell asobtain-
ing certificationby HCFA’ sOfficeof Managed Care.
Onceplansget certified and meet any special termsand
conditions, they become ChoicesDemonstrationsitesand
may beginenrolling M edicarebeneficiaries. Somesites
might beginasearly assummer 1996, withtheremainder
expectedtobein operation by December 1996.

Thesiteaward candidatesby metropolitan areasare:

Atlanta, GA
GeorgiaBaptist Health Care System
TheMorganHealthGroup, Inc./NY L Care
St. Joseph’ sHospital
VaueHealth, Inc.

Columbus, OH
IDSConsortium
M ount Carmel Health Systems
NationwideHM O

Houston, TX
Memorial Sistersof Charity Health Network
NY L Careof Houston
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Jacksonville, FL Health Partnersof Philadel phia
HealthCareUSA IndependenceBlueCross
Mercy Health Corporation
NewOrleans,LA
AdvantageHealthCare San Diego, CA
New OrleansRegional PhysicianHospital University of Californiaat San DiegoHealthCare
(Peoples)
Oschner/Sistersof Charity HealthPlan Thesiteaward candidatesinrural areasare:
VaueHedlth, Inc. Compre-Care, Inc. (UpstateNew Y ork)
Health AllianceMedical Plans, Inc. (lllinois)
Orlando, FL Qual-Choiceof North Carolina
FloridaHospital HealthCare System Qual-Choiceof Virginia

Y ellowstoneCommunity Health, Inc. (M ontana)
Philadelphia, PA
Crozier-KeystoneHea th Systems, IDS
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ORD hasalong history of sponsoringresearchonthe
devel opment of accurateand feasiblemethodsfor adjust-
ing paymentstoHM Ostoreduceincentivesfor risk
selection (* creamskimming™) andtoaccount for differ-
encesin health statusamong enrollees. Risk adjustment
methodscan hel pHCFA improveaccessto careand enroll
moreM edicarebeneficiariesinmanaged careaswaysof
constrainingthegrowth of M edicareprogramexpendi-
tures.

Current risk adjustment projectsin ORD areaimed at the
over 65agegrouptoalargeextent, with several projects
alsodirected at theunder 65 group or special populations.
Projectsgenerally usediagnosesfromaprior year to
predict program paymentsfor asubsequent year (ie.,
predictiveor prospectivemodels), or alternatively use
diagnosesor costinformationfromacurrentyear to
adjust paymentsfor that year (concurrent or retrospective
methods).

Two projectsfor theover 65 populationincludefurther
devel opment of Diagnostic Cost Groups(DCGs) and
Ambulatory CareGroups(ACGs). Asaresult of changes
tothesemodel s, both of theseapproachesincorporate
diagnosticinformationfrominpatient, outpatient, and
physicianencountersinaprior year to predict expected
costsinasubsequent year. Resultsfrom both of these
projectswill beavailableby mid-1996.

Health statusmeasuresfromtheMedicare Current
Beneficiary Survey arebeing assessedfor their usefulness
inimproving payment approaches. M easuresof chronic

illness(e.qg., heart disease, cancer, and stroke) takenfrom
administrativedataarea sobeingtested. A report onthese
approacheswill beavailablein1997.

A number of actuarial methodsfor adjusting payment
ratesareal sobeing assessed. Theseinclude: reinsurance,
partial capitation, sel ect and ultimaterates, and experience
rating. Reinsuranceand partial capitation may beespe-
cialy helpful for adjusting paymentsfor plansinastart-
up phaseor for smaller plans(such asthoselocated in
rural areas). A next stepinresearch onrisk adjustment
methodsi stheeval uation of combinationsof approaches
by simulationsanddemonstrations.

Reinsuranceisbeingtestedinademonstration of outlier
payments, conducted withthreemanaged careplansin
Seattle, Washington. Plansthat haveenrolleeswith costs
exceedingathresholdinayear may bepaid additional
payments(upto 2% of the AAPCC) to cover thosecosts.
Planswill beresponsiblefor covering aset proportion of
thecosts(e.g., 30% or more) and must establish amethod
for administeringtheoutlier payments.

Risk adjustment systemsarepart of twolargescale
demonstrationsbeingimplemented by HCFA. Thefirst,

M edicareChoi ces, testsdirect contracting between

M edicareand avariety of health plans, including PPOs
and provider sponsored networks. Risk adjustment, partial
capitation, reinsurance, and other payment methodsare
beingimplemented. Thesecond demonstrationtests
competitivepricingfor HM Osandincludesarisk adjust-
ment approach.
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Medicare’s OASIS: Standardized Outcome and Assessment
Information Set for Home Health Care

HCFA hasproposedtheOutcomeand A ssessment | nfor-
mation Set (OASIS) for purposesof outcome-based
quality improvement aspart of thenew Conditionsof
Participationfor HomeHealth Agencies. OASI Sresulted
fromafive-year study by theUniversity of Coloradoto
devel op outcomemeasuresfor homecare(funded by ORD
andthe Robert Wood Johnson Foundation). Thisdataset
included 73items. HCFA convened atask forceof home
careexpertstoreview theseitemsand add sel ected items
judgedimportant for patient assessment. Thisresultedina
revised 79-itemversion of thedataset.

Therefinedversionof theOA S| Siscurrently beingused
inanationa demonstration of Outcome-Based Quality
Improvement (OBQI) that ORD issponsoringandthe
University of Coloradoisadministering. Theexperienceof
the50 demonstrationagenciesinusingthe OASI Sfor
purposesof collecting outcomedataisbeingtakeninto
considerationinthefinal revisionsof theOASIS. Findings
fromthisproject areguiding theimplementation of the
national approachfor outcome-based quality improve-
ment, inwhichMedicare-certified homehealthagencies
report dataused to determineand profile patient outcomes
fortheir agency. Thisapproach hel psstreamlinethe

M edicarecertification processandisconsistent withthe
HCFA MedicareHomeHealthnitiative.

TheOASISconsistsof patientidentifyinginformation,
dataitemsfor assessing patient health andfunctional
status, anditemsneededfor risk factor adjustment.
Included arehealth statusand functional statuswhich
apply toall M edicarehomeheal th pati ents (gl obal items)
and other itemswhichapply tospecificgroupsof patients
(focuseditems). Thesespecificpatient groupsarecalled
quality indicator groups(QUIGSs). TheQUIG grouping
wasdevel oped by theUniversity of Coloradoto specify a
set of outcomequality measuresappropriatefor all (or
most) of the patientswithinagroup (or QUIG). The
groups(e.g., orthopedic patients) aredefined by condi-
tionsthat arefrequently treated in M edicarehomehealth
careand areimportant fromaquality assurance perspec-
tive. Thegroupsareexhaustiveallowingal patientstobe
classified.

Currently, all demonstration agenciesarecollectingthe
OASISdata Thefirst round of agency outcomereports
will beproducedintheend of 1996.
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Medicare Cardiovascular and Orthopedic
Participating Centers of Excellence Demonstration

Premier cardiovascul ar and orthopedicfacilitiesoffering
beneficiary incentivesand reduced coststotheMedicare
programwill receive* Participating Centersof Excel-
lence” designationsunder anew demonstration project
beingundertaken by theHealth CareFinancing Adminis-
tration. Thegoal of thedemonstrationisto encourage
beneficiariesandreferring physicianstousethesepre-
mierefacilitiesthat providehigh-quality serviceswhile
offeringlower pricestothegovernment. Participating
facilitiesareexpectedto achievecost efficienciesthrough
better coordination of servicesandincreased volumeof
both M edicareand non-M edicarepatientsasaresult of
thespecial designation.

Thedemonstrationa sowill test theuseof systemsfor

administration, claimsprocessing and payment andthe
routinemonitoring of care. Theoverall performanceof
participating centersof excellencewill beevaluated by
HCFA inaseparate set of activities.

Background. Thedemonstration hasitsoriginsinthe

M edi care Partici pating Heart By passCenter Demonstra-
tionandtheCataract Alternative Payment Demonstration.
BothendedthisSpring.

Under theheart bypassdemonstration, seven participating
bypasscentersreceived negotiated bundl ed paymentsfor
M edi carepatientsdischarged under DiagnosisRel ated
Groups(DRGs) 106 and 107. Numerousstudieshave
found arel ationship betweeninstitutional volumeand
beneficial outcomesfor bypasssurgery. Y et, analysisof
Medicareclaimsdatainthelate 1980sshowed that one-
third of M edicarebypasssurgeriestook placeat hospitals
performingfewer than 50 M edicarecasesper year. It was
thereforebelievedthat surgical outcomescouldbeim-
proved by greater regionalization of heart surgery at
selected centers. (TheExtramural Research Reportonthe
heart by passdemonstration canbedownloadedat: http://
www.hcfa.gov/pubforms/ord.html .)

Just asoutcomesarerelated to volume, costsper casecan
beexpectedto decreaseasahospital’ svolumeincreases,
spreading highfixed costsover morecases. Moreover,
studieshaveshownthat averagecostsand lengthsof stay
for bypasssurgery fall withincreasesin patient volume,
reducingvariablecostsaswell.

ResultsfromtheM edicareParticipating Heart Bypass
Center Demonstrationshowed anestimated $38 million
savingsfor Medicarefor 9,900 coronary artery bypass
grafts(CABGS) at 7 sites. Thesesavingswerelargely the
result of changesin patient management, such asshorter
lengthsof stay, substitution of genericdrugs, standardiza-
tion of equi pment and other changes. Cost savingswere
achievedwithnoadverseimpactsonmortality or other
outcomes.

Thenew demonstration also hasrootsinthecataract
surgery alternative payment demonstration, whichwas
implementedat 4 sitesin 3 cities. Resultsshowed an
estimated M edi care savingsof morethan $500,000for
some7,000surgeries.

Demonstration Design. Thedemonstrationsiteswill be
sel ected onaregional basisand must meet volumeand
high-quality standards. HCFA will negotiatepackage
pricesfor hospital andrel ated physician servicesprovided
during episodesof carefor selected cardiovascul ar
proceduresandtotal joint replacement proceduresas
defined by DRGsand International Classification of
Diseases, 9th Edition, Clinical M odification (ICD-9-CM)
codes. Thecardiovascular servicesincludeheart bypass
graft surgery (DRGs106 and 107), cardiacvalveproce-
dures(DRGs104 and 105), angioplasty (DRG 112) and
cardiac catheterization (DRGs124 and 125). Theortho-
pedicproceduresaretotal hipreplacement andtotal knee
replacement (DRGs209 and 471 focusing onspecific
ICD-9codes).
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Hospital sand associated physicianscan apply for these
bundled payment arrangementsfor either group of
inpatient servicesor both. Thenegotiated global ratewill
beaccepted aspaymentinfull. Theresulting priceswill
represent asubstantial savingstotheM edicareprogram.

Participatinginstitutionswill bedesignated asaMedicare
Participating Center of Excellence, which canbeused as
apotential marketingtool to changereferral patternsand
increasepatient volume. Beneficiarieswill continueto
havefreechoiceof providers. Atthesametime, the
Centersareexpectedto offer beneficiariesincentives,
suchaslower cost-sharing, simplified claimsprocessing
andtransportationtoand fromthefacility.

Demonstration SiteSelection. Theopportunity to
participateinthenew demonstrationisopento selected
hospitalsin Statesserved by HCFA'’ sSan Franciscoand
ChicagoRegional Offices: Arizona, California, Hawaii,
Michigan, Illinais, Indiana, Minnesota, Nevada, Ohioand
Wisconsin. Tobeeligible, thefacilitiesmust perform at
least 250 heart bypasssurgeriesper year for thecardiac

option, of which80areperformed on Medicarebeneficia-
ries, and/or at | east 50 M edi care hip replacementsand 50
M edicarekneereplacementsannually for theorthopedic
option. Potentially eligibleinstitutionsinthose States
weremailed HCFA' sinvitational solicitationonMarch
25. Preapplicationsfrominterested organi zationsaredue
toHCFA postmarked May 10.

Followingintensivereview, invitationstosubmit afull
applicationwill beextendedto providerswho candocu-
mentintheir preapplicationsthat they meet thebasic
qualificationsfor participation and havethepotential to
submitwell-designed proposal saddressing thefinal
review and sitesel ection criteria. Other informationtobe
examinedinextendinginvitationstosubmit full applica-
tionsincludefacilities’ capacity tohandlepotential
increasesinvolumeandtheability of theirinternal data
systemsto support theplanned eval uation. Successful
applicantswill demonstratetheability todeliver the
highest quality of careefficiently andimplement and
manageasuccessful demonstration. Upto 100facilities
may bedesignated asaM edicareParticipating Center of
Excellence.
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National Home Health Agency Prospective Payment Demonstration

ORD issponsoringtheNational HomeHealth Agency
ProspectivePayment Demonstration, whichteststwo
alternativemethodsof payinghomehealthagencies
(HHA's) onaprospectivebasisfor servicesfurnished
under theM edicareprogram. Phasel of thedemonstration
tested per-visit prospectivepayment by visit discipline.
Phasell of thedemonstration, whichbeganin June1995,
istesting per-epi sode prospectivepayment. HHA partici-
pationinthedemonstration hasbeenvoluntary. Ineach
phase, HHA sthat agreeto participatearerandomly
assigned either tothe prospectivepayment methodortoa
control group that continuesto bereimbursedinaccor-
dancewiththeMedicarecurrent retrospectivecost
system. EachHHA participatesinthedemonstrationfor 3
years.

InPhasel, aper-visit payment method wastested that
setsaseparateratefor each of six typesof homehealth
visits(i.e., skilled nursing, homehealthaide, physical
therapy, occupational therapy, speechtherapy, and
medical social services). Followingtheinitial HHA
recruitment, operationsof thefirst phaseof thedemon-
strationbegan October 1, 1990. Forty-sevenHHAS
participatedin Phasel. Althoughtheevaluationfound
that treatment group agencies(i.e., thosebeing reim-
bursed through prospective payment rates) weremore
likely than control agenciesto keeptheir costincreases
below inflation, thedifferencesincostshetweenthe
treatment and control agencieswerefairly small. The

demonstration had no significant effect onthenumber of
visitsprovided, quality of care, accessto care, and other
Medicarecosts.

HHA sparticipatinginPhasell of thedemonstrationwere
assignedtoacontrol groupthat receivesreimbursementin
accordancewiththeexisting M edicareretrospectivecost
method or aper-episode payment group that receivesand
agency-specificepisode payment based on 120 daysof
careandoutlier payment for episodesthat extend beyond
120days. Outlier visitsarereimbursed at per-visit
prospectiverates. A new episodeof carehasnot begun
until therehasbeenagap inhomehealth servicefor 45 or
moredaysafter theinitial 120days. Agenciesreceiving
per-episode payment aresubj ect to stop-lossand profit-
sharing adjustment, aswell ascase-mix adjustments.
Sincewith per-episodeprospectivepayment thereisan
incentiveto underservepatients, ascal ed-downversion of
theoutcome-based quality assurancesystem (Outcome
and Assessment | nformation Set) that HCFA will be
implementingfor MedicareHHASsisbeingusedinthe
demonstration. Thefirst group of agenciesparticipating
inPhasell began collecting baselinedataMarch 1, 1995,
and begandemonstration operationsJunel, 1995.
Informationfromthisdemonstration, supplementedwith
further researchrelated to determiningwhat resourcesare
used duringahomehealthvisit and devel oping acase-mix
adjustor, will beusedto shapeanational prospective
payment systemfor M edicarehomehealth care.
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A growingnumber of Stateshaverequestedtousethe
authority under Section 1115 of theSocia Security Actto
launch statewideM edicaiddemonstration programs.
Throughtheflexibility affordedunder thesection 1115
demonstrationprogram, Statesareworkinginpartnership
withHCFA todesignandimplementinnovativemanaged
careapproachesfor M edi cai d beneficiariesand thel ow-
incomeuninsured. Thesevariousapproachesnow serveas
modelsfor Statesinterestedinexploringmanagedcare
alternativesfor their M edicaidandlow-incomepopul ations.
Theflexibility affordedunderthe1115demonstrationshas
allowed Statestoexperiment withmethodstoimprovethe
efficiency withwhichthey providecare. Many Statesare
seekingtousetheresulting savingstocover additiona
populationswithunmet health careneeds.

For example, expansionof health carecoveragetothel ow-
incomeuninsuredisgrowingtremendoudy under these
demonsgtrations. Asaresult of thedemonstrationsapproved
duringthisAdministration, nearly 2.2millionnewly digible,
low-incomeindividua shave(or will havewhenall of the
demondirationsareimplemented) coverageunder theM edic-
aidprogram. Thisisinadditiontotheover 4.3million
previoudy-enrolledM edicaidbeneficiariesreceiving(or
expectingtoreceive) servicesunder theseprojects.

Tomaximizewhatislearned about theeffectsof these

projectsfor futurehealthcarereformactivities, ORD has
madegreat stridesindevel opingmodel sfor monitoringthe
quality of careand services. Thesemodel sincludethe
followingmethodsof measuringeffectsonbeneficiariesand
providingdirecttechnical ass stanceto Statesondata-driven
quality monitoringtechniquesandencounter data:

* Technical Assistance. ORD hascontractedwith
M edStat to providetechnical assistanceto Statesinthe
areasof encounter datasystemdevel opment and utiliza-
tionandother quality assurancemethodol ogies. Further,

M edStat hasbeenchargedwithdevelopingthree
resourceguides: aguidefor Statesonhow todevel op
andimplement anencounter datasystemandhowtouse
that system; aguidefor Regional Officestousein
monitoringquality; andaguidefor Regional Officesto
monitor Statedevel opment and useof encounter data
systems. Under aNational GovernorsAssociation
(NGA) contract, ORD isdevel opingaBest Practices
Guidefor Statesto shareexperiencesandtwotraining
sessions,“ ContractingwithManaged CarePlans’ and
“Encounter DataSystems.”

*  GeoAccess. ORD has purchased state-of-theart
software, GeoA ccess, tomonitor accessand provider
capacity inthedemonstrationsinanefforttoensurethat
careisavailabletobeneficiaries.

e MonitoringGuides. Inconjunctionwithother HCFA
components, ORD isdevel oping aseriesof Regional
Officeguidesfor monitoring M edicaid managed care
and other 1115demonstrationissues, including
marketing, client education, enrollment, delivery
system, access, financial issues, and fraud and abuse.

Inaddition, forma evauationsarefurther determiningthe
impact of thedemonstrations. ORD hasawardedthree5-
year contractstoeva uate11 of theimplemented demonstra-
tions. Eachevaluation, usingonsitevisitsby theevaluators,
isdesignedto examinetheimpactsof thedemonstrationson:
theexpansioneligibles; thenumber of uninsuredand
underinsuredindividua sintheState; improved access,
quality,includinghealthstatus, processof care, and satisfac-
tion; andthecost of services.

AsORD continuestowork inpartnershipwith Stateson
devel opingandimplementingtheseinnovativedemonstra:
tions, oneof our mostimportant goal sisimproved communi-
cation. Interactionswith Stateshaveshownhowimportant
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early dialogue, technical assistance, andwell-planned
implementation canbetotheultimatesuccessof ademon-
stration. Toassist Statesintheir health careinitiativesandin
ganing1115demonstrationwaivers, ORD hascreated
guidesonproposa developmentandimplementationandhas
workedwith Statestoimplementtheir programs.

ORD dsoremainscommittedtocontinuetoimprove
communicationwithbeneficiary, advocacy andprovider

groups. Staff havemet withgroupsincludingrepresentatives
of: thehomel ess; hospital associations; primary healthcare
associ ations; nursepractitioners; pharmacists; chiropractors,
thedisabled; andthementally challenged. Theirinput has
beenincorporatedintothereview andapproval process.
ORD continuestotakeanactiveroleineducatingthe States
andthepubliconlessonslearnedfromthedemonstrations.
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Medicaid Research Initiatives

ORD hasinitiated aresearch programthat concentrates
onaccessto, costsof, and quality of health servicesfor
|ow-incomewomen and children, thedisabled, andthe
poor elderly. Thesegroupsareparticularly vulnerableto
potential accessproblemsbecauseof their socio-economic
statusand higher likelihood of poor health status. To
evaluateaccessto, costsof, and quality of health services,
ORD hasparticipatedinthedevel opment of adatabase,
the State M edicaid Research Files(SM RFs), that can be
usedfor research purposes. SM RFsarefileswitha
uniformformat that makeM edicaidresearchmore
feasible. Initially, Medicaid claimsdataspanning 12 years
fromfour Stateswerereformattedinto SMRFs. 1n 1992,
22 more Stateswereadded to thisdatabase.

Using the SM RF database and other national databases
(suchastheThird National Health and Nutrition Exami-
nation Survey (NHANESIII) andtheNational Maternal
andInfant Health Survey (NMIHS)), the ORD research
agendafocuseson:

e accessto, useof, and costsof health servicesfor
children;

»  useof prescription medicationstotreat specific
diseases; and

» evauationof thehealth of Medicaid-eligibleand
uninsuredwomenand children.

ORD Medicaidresearch projectsinclude:

Evaluation of theexpanded Early Periodic Screening,
Diagnosis,and Treatment (EPSDT) program .ORDis
evaluatingwhether theprogram expansionsinsel ected
Statesincreased useof preventiveservicesfor children,
includingdental, vision, andwell-baby care. ORD will
also eval uatewhether theexpansionsimproved theheal th
of young childrenasthey developed. Thisresearch uses
the SM RF database.

InjuriesamongM edicaid-eligiblechildren. ORDis
determiningtheincidenceand costsof injuriesinMedic-

aid-eligiblechildren. Usingthe SMRF database, ORD is
exploringtherel ationship betweeninjuriesand useof
health services. ORD isusing other national databasesto
evaluateother risk factorsfor childhoodinjuriesamong
low-incomechildren.

Therural poor. Usingthe SMRF database, ORD is
examiningimportant featuresof thehealth caredelivery
systemfor rural children, ages18 and under. ORD will
comparetheprovisionof health servicestotherural poor
withtheprovision of such servicestotheurban poor.

Barrierstocarefor poor children. Usingdatafromthe
NMIHS, ORD isdeterminingthemajor barrierstocare
for Medicaid-insured children comparedwithprivately-
insured and uninsured children.

TheAlDSpopulation. Usingthe SM RF database, ORD
isexamininguseand costsof treatment for Medicaid-
eligibleAlIDSpatients. For example, useof prescription
drugsisbeing eval uated to determinewhether M edicaid-
eligibleAIDSpatientsarereceiving state-of-the-art
pharmaceutical care.

Clinical conditionsamongM edicar e-and M edicaid-
eligibleelderly. Usingthe SMRF database, ORD is
evaluatingtheuseof certaindrugsprescribedfor several
preval ent diseases. ORD will examineusesfor and costs
of anticoagulant drugs, which areusedto prevent and
treat pulmonary emboli, deepveinthrombosis, atrial
fibrillation, and acutemyocardial infarction.

Health statusof poor children. UsingtheNHANESII|
data, ORD iscomparing parametersof health, including
nutritional status, leadlevels, and growth, among M edic-
aid-insured, privately insured, and uninsured children.

Quality of care. ORD isanalyzingtheresultsof HCFA's
evaluation of thequality of careprovidedtochildrenwith
asthmaandtowomenhospitalizedfor complicated
pregnancy or hysterectomy. Thisisamajor research
effort that includesdetail ed datacollection onindividual
hospitalizations.
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Fact Sheet

Social Health Maintenance Organization Demonstrations

Second Gener ation Social Health
M aintenanceOr ganization (SHM O)

TheSHM O offersM edi carebeneficiariestheopportunity
toreceiveawiderangeof servicesto meet both acuteand
longterm careneeds. TheSHM O demonstrationincludes
several unigueorgani zational andfinancingfeatures, such
asafully integrated structureto providearangeof
servicestoenrollees, acoordinated casemanagement
system, anenrollment of acrosssection of theelderly
populationincludingthefunctionallyimpairedandthe
well elderly, and afinancing methodol ogy comprised of
prepaid capitation by pooledfundsfromMedicare,

M edicaid, and member premiums.

SHM O siteshavebeen operational since1985and
includeMedicarePlusll, sponsored by K aiser Permanente
Northwest, Portland, Oregon; SCAN Health Plan, Long
Beach California; and Elderplan, Inc., Brooklyn, New
York.

Thepurposeof thesecond generationdemonstrationisto
refinethetargeting and financing methodol ogiesand
benefitdesignof aSHMO. Inaddition, theprojectswill
provideanopportunity totest moregeriatrically oriented
modelsof care, aswell astotest expansionto special
populations, suchasbeneficiarieslivinginrura settings
and beneficiarieswhoaredually entitledto M edicareand
Medicaid.

InJanuary 1995HCFA selected six demonstrationsites:

e CAC-UnitedHeathCarePlansof Florida, Coral
Gables, Florida

e ContraCostaHealthPlan, Martinez, California

* FalonCommunity Health Plan, Worcester, Massa-
chusetts

* HeadthPlanof Nevada, Inc., LasVegas, Nevada

* RichlandMemoria Hospital, Columbia, South
Carolina
*  Rocky MountainHM O, Grand Junction, Colorado

Approximately 85,000 M edicarebeneficiariesareex-
pectedto participateintheSHM O Il demonstration.

ESRDManaged Care

ORD isalsoconductingademonstrationtotest whether
(1) ESRD beneficiariesshould begivenaccesstohealth
mai ntenanceorganizationsduring openenrolIment (at
present, ESRD beneficiariescannot enroll inanHM O, but
may remaininHM Osif they develop ESRD whilealready
enrolled), (2) thestatewidecapitationrateshouldbe
adjusted (thecurrent ESRD capitationrateisunadjusted),
and (3) managed careimprovespatient outcomes. Under
thisdemonstration, theparticipating SHM Oswill provide
integrated acute- and chronic-caremanagement for ESRD
beneficiariesandwill receiveacapitationratethatis100
percent of theAAPCC. Additional, non-M edicare-covered
benefitswill beoffered by theprovider tojustify the
additional 5percent of theAAPCC.

Inadditiontoadjustmentsinthecurrent payment method,
arisk adjustment method will beusedinwhichrateswill
bepaid accordingto (1) treatment status: maintenance
dialysis, transplant episode, or functioning graft; and (2)
whether diabeteswasthecauseof renal failure. Ratesmay
befurther adjusted for urban/rural residence.

Applicant organizationsarelikely tobecoalitionsand
consortia, andthecomponentwhichistoreceivethe
capitation payment fromHCFA must satisfy Statere-
guirementsfor bearingrisk. A singleapplication may be
foramulti-sitedemonstration, if site-specificdetail is
providedinregardtoserviceintegration.
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Theme4

Monitoring and Evaluation for the Consumer Information Program

TheConsumer Information Program (CIP) hasthegoal of
hel ping M edicareand M edicai d beneficiariesstay healthy
by informingtheir choicesabout health care. Medicare
and M edicaid dataontheuse of servicesand patternsof
carearetheprimary sourcesof information. ORD playsa
critical leadershiproleintheuseof Medicareand M edic-
aid administrativedatatoidentify campaigntopics, to
definespecial problem groupsand areas, to monitor State
and national trends, to establish consistent anal ytical
methods, andto evaluatespecificinterventions.

I dentification of Topics

ORD researchersparticipated actively inthedevel opment
of theClPand hel pedto determineitsfirst program
activities. ORD analysesshowing poor useof influenza
immuni zationsand screening mammogramsledtothe
choiceof thesetwo preventiveservicesasthefirstand
second consumer i nformation campaignsof the CIP.

Definition of Special Problem Groups
and Areasfor Contractor Action

Analysesof administrativedatafor influenza,
mammography, and pneumococcal immunizationshowed
that theentireM edicarepopul ation receivestheseservices
at much lower ratesthan the goal sset for the Y ear 2000
by the Department of Healthand Human Services. ORD
analysesalsouncovered particularly low utilization
amongblacksandtheoldest elderly. Asaresult, HCFA’s
partnershipwithHistorically Black Collegesand Univer-
sitieswill directitsearly effortsat correcting theracial
differencesintheuseof theseservices. Peer Review
Organizations, carriers, and public healthentitiesareal so
focusingonminorities, aswell asthosecountiesfoundto
haveparticularly low useof preventiveservices.

Monitor Stateand National Trends

ORD dataproductsarekey componentsintheinfluenza
and mammaography campaigninitiatives. Stateand

National ratesaredevel oped each year tomonitor the
progressof the Consumer I nformation Program. Press
conferencesand mediakitsinclude ORD mapsof utiliza-
tionfor thenation overall, aswell asfor Caucasiansand
African Americans. Compendiaof county level utilization
figuresreach awideaudienceof Stateand county public
healthorganizations.

FurtheringHCFA DataQuality

Asmoreindividualsmakeuseof HCFA administrative
data, ORD hasassumed |eadershipinpromotingthe
appropriateand consi stent useof claims-based data. ORD
directsthe preparation of master datasetsfor useby a
variety of internal and external partners, including HCFA
regional offices, the Association of M edical Peer Review
Associationsanditsmember peer review organizations,
andtheCentersfor Disease Control and Prevention. ORD
al so conductsand assistsspecial studiesto estimate use of
servicesoutsideof fee-for-serviceM edicareand M edic-
aid, suchasmanaged caresettingsandfreepublic health
clinics.

Evaluation of Specificlnterventions

Dataprepared by ORD areused to evaluatetheimpact of
local initiativesby comparing usebeforeand after
intervention. Dataareal sousedto elucidateM edicare
billingdifficultiesby publichealthdepartmentsand bring
themtoresolution.

Activitiesin Progress

Analysesof influenzaimmunizationsand mammaography
aredoneonanannual basis, with similar datadevel op-
ment planned for pneumococcal vaccinationand pap
smears. Alsoinprogressareanalysesof treatment
patternsfor elderly womenwith early stagebreast cancer.
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Fact Sheet

HCFA On-Line Research Initiative

Background

HCFA On-Lineisacomprehensivecommunications
strategy designedto enhanceinteractionamong HCFA,
providers, States, and beneficiaries. Thisplanwill coordi-
nateand integratetheagency’ scurrent communication
activitiestoensurethat they serveour broadinformational
goal sefficiently and cost-effectively.

A magjor objectiveof HCFA On-Lineistostudy system-
atically theinformation needsof theagency’ svarious
constituent groupstoimproveoutreachactivitiesrelated to
HCFA programsandimproving theheal th statusof
beneficiaries. OneOn-Lineactivity isthedevel opment of
asingletoll-freetelephonenumber sothat thepubliccan
easily makeonecall toobtaininformationonawiderange
of topics. Inaddition, avariety of other communication
technol ogiesarebeing considered aspart of theoverall
communicationsystem (e.g., cabletelevision program-
ming, useof Federal servicekiosks). Theultimateresult
of theOn-Linecommunicationstrategy will beimproved
accessto health careand programinformationaswell as
increased user awarenessand satisfaction.

Researchlnitiative

Aspartof theOn-Lineeffort, ORD isimplementinga
researchinitiativethatincludesmarket research,
studiestomonitor and evaluateOn-L ineperformance, and
research oninnovationsincommunication.

M arket Research

Central totheHCFA On-Lineeffortislisteningtothe
usersof informationto ensurethat thedesign of theOn-
Linecommunicationstrategy respondstotheir needs. Our
publicinformationusersincludebeneficiaries, provider
groups, managed careorgani zations, StateM edicaid
agencies, and otherswho participateinHCFA programs.
For each group ORD needsto answer two questionsto
hel pguidethedevel opment of HCFA On-Line:

*  WhatinformationdoyouneedfromHCFA?

*  HowcanORD best get that informationtoyou?

M onitoringand evaluatingsystem per for mance

ORD will developandimplement aplanfor monitoringand
evaluatingHCFA On-Linesystems. Itwillincludethe
creationof performanceindicatorsthat will bemeaningful to
program managersaswell asmeasuresthat canbereadily
incorporatedintoOn-Linereportingsystems.

Resear chon | nnovations

ORD will test market new information material sor
communicationtechnol ogies, whichwill provideinforma-
tiononthepublic’ sreceptivity totheir use. Thetest
marketing alsowill helpdeterminewhether thereis
sufficientinterest and need for HCFA to consider further
adoption of thesecommuni cationsinnovations.
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Functions

ORD Functional Organization

he Office of Research and Demonstrations (ORD)

has 180 employeesand comprisestwo staff
functionsand four offices, asdescribed below. Its
research and demonstration budget for FY 1995
(including appropriationsfor the Rural Health Care
Transition Grantsprogram and the Essential Access
Community Hospital/Rural Primary Care Hospital
program) wasalmost $65,000,000. InFY 1996, ORD
overseesapproximately 800 grants, cooperative
agreements, contractsandintramural studies. ORD
hasthe statutory authority to experiment with payment
alternatives(conduct demonstrations) andtowaive
applicablelawsandregulationsfor demonstration
participants. In additionto general authorities, ORD is
often given specific authoritiestied toindividual
Congressionally-mandated demonstrations.

Officeof StateHealth Reform Demonstrations

OSHRD isresponsiblefor managing theHealth Care
Financing Administration’s(HCFA) Medicareand

M edicaid demonstrationwaiver authorities, including
the Federal review, approval, and oversight of State
healthreformwaivers. Thesewaiversgenerally
redesign major sectionsof a State’sMedicaid pro-
gram. In partnershipwith other HCFA and Depart-
ment components, OSHRD directstheDepartment’s
responseto all aspectsof the States’ proposals.

Officeof Payment and Delivery Resear ch
and Demonstrations

OPDRD directstwo major setsof activities: the
development of moreefficient and effective health

caredelivery systems; and the development, refine-
ment, and testing of payment methods. OPDRD’ s
Division of Delivery Systemsand Financing con-
ductsresearch and demonstrationsrelated to managed
careand other delivery systems, including the devel-
opment of infrastructureinrural and other
underserved areas. DD SF al so devel opsand testsnew
payment systemsassociated with delivery and systems
reform. OPDRD'’ s Division of Payment Systemsis
responsiblefor research and demonstrationsrelated to
thedevel opment, refinement, and testing of payment
policy for hospital's, physicians, skilled nursing
facilities, and other providers.

Officeof Beneficiary and Program
Resear ch and Demonstrations

OBPRD directsresearch onthe M edicareand M edic-
aid programsand their beneficiary populations. Its
Division of Health I nfor mation and Outcomes
focuseson issues such ashealth status and outcomes,
serviceuse, accessto care, expenditures, and quality
of care. DHIO also conductsresearch on maternal and
child health; specific conditions such asend-stage
renal diseaseand A1DS; and consumer decision-
making and beneficiary satisfaction. OBPRD’s Divi-
sion of Agingand Disability directsresearch and
demonstrationsrelatedtoeligibility, coverage, access,
and the quality of long-term care services.

Officeof Resear ch and DemonstrationsSupport

ORDS'sDivision of Demonstration Support carries
out fiscal intermediary and carrier activitiesto support
theimplementation and operation of demonstrations.
ORDS'sDivision of Data SystemsResourcesis
responsiblefor: developing and maintaining avariety
of dataprogramsto monitor and evaluatetrendsin
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health care; designing and developing avariety of Dissemination Staff
analytic databases; and coordinating ORD’ sparticipa-

tionin computer-based systems. DSmanagesORD’ sdissemination, publications, and

inquiriesactivities. Thisincludesproducing and
Financial, Administrativeand Procur ement Staff distributingthe Health Care Financing Review,

Resear ch and Demonstrations Status Report, and
FAPSmanagesORD’ spersonnel, budget, administra- ORD’ sReportstoCongress. DSservesasORD'’ slegida-
tive, and procurement activities. FAPS al so manages tiveand publicaffairsliaison. DSa so overseesORD
ORD’ sFreedom of Information and Privacy Act I nternet activitiesand representsORD onvariousHCFA -
activities. widel nternetworkgroupsand committees.

OFFICE OF RESEARCH AND DEMONSTRATIONS

Dissemination Office of Research and Financial,

Staff Demonstrations Administrative, and
Procurement Staff

Office of State Health Office of Payment and Office of Beneficiary Office of Research
Reform Delivery Research and and Program Research and Demonstrations
Demonstrations ] Demonstrations [ ] and Demonstrations ] Support
Division of Division of Health Division of
Payment Systems Information and Demonstrations
Outcomes Support
Division of Delivery Division of Aging Division of Data
Systems and and Disability Systems
Financing Resources
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